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ECON328, Trimester 1 2017 
Answer any FOUR (4) of the EIGHT (8) questions provided 


1. "Atradeable permit approach to air pollution is superior to a tax approach". Discuss. 


2. Using a utility possibilities frontier, explain how economists can make judgements about 
the relative efficiency of different allocations between consumers. 


3. "Lump-sum taxes are efficient". Explain with the aid of a diagram. 


4. I|n the case of an agricultural support program, which sets a quota above demand at a 
support price, with the aid of a diagram illustrate and explain its effects on consumers, 
taxpayers and the long-term consequences for the agricultural sector. 


5. With the aid of diagrams, outline how income effects, price effects, and choice restrictions 
affect the behavioural outcomes of intergovernmental grants. 


6. Using diagrams, outline the controversy surrounding the Hicks-Kaldor compensation 
principle. 


7. "Following George Akerlof (1970), adverse selection in used car markets can have 
decisive effects”. Discuss. 


8. Define the concepts of market failure and government failure and briefly outline their main 
causes. 
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